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FEDERAL HOME LOAN BANK  BOARD
A udit req u irem en ts  r e l a t in g  to  th e  Currency and F o reign  T ran sac tio n  R eporting  A ct have
b e en  r e v i s e d  and w ere  i s s u e d  on 4 /1 7 /8 6  by th e  Bank B oard. The new ly  r e l e a s e d
B u l l e t i n  PA -7a-3 r e q u i r e s  th e  in d e p e n d e n t a u d i to r  t o  s tu d y  and t e s t  th e  
i n s t i t u t i o n 's  p rocedures fo r  com pliance w ith  FHLBB T Memorandum 53-7 and is su e  a 
s p e c ia l  purpose re p o r t  a s  d e sc rib ed  in  AICPA SAS No. 30. According to  th e  FHLBB, 
in  p a r t i c u l a r ,  th e  a u d i t o r 's  s tu d y  and t e s t s  sh o u ld  in c lu d e :  th e  d e te r m in a t io n  
t h a t  an  in s u r e d  i n s t i t u t i o n  h a s  e s ta b l i s h e d  o p e ra tin g  p rocedures and com pliance 
g u id e lin e s  to  comply w ith  T Memorandum 53-7, and th e  perform ance o f  com pliance 
t e s t s  o f  th e  e s ta b lis h e d  o p e ra tin g  procedures and com pliance g u id e lin e s  w ith  th e  
o b je c t iv e  o f  a sse ss in g  w hether such p rocedures and g u id e lin e s  a re  b e in g  a p p lie d  as 
p r e s c r ib e d .  A d d i t io n a l ly ,  th e  in d e p e n d e n t a u d i t o r  s h o u ld  d e te rm in e  t h a t  an  
in su red  in s t i t u t i o n 's  o p e ra tin g  p ro cedures and c o m p lia n c e  g u id e l in e s  co n fo rm  t o  
any changes o r  amendments to  th e  C urrency and F oreign  T ran sac tio n  R eporting  Act. 
T his B u lle t in  i s  e f f e c t iv e  fo r  f i s c a l  y ea rs  ending a f t e r  1 /1 /86 .
GENERAL ACCOUNTING OFFICE
The F ed e ra l government i s  p ro v id in g  inadequate  in fo rm a tio n  to  l e g i s l a to r s ,  government
managers and o th e r  u se rs  o f  governm ent f in a n c ia l  d a ta  a c c o rd in g  t o  th e  f in d in g s  
o f  a  j o i n t  s tu d y  c o n d u c te d  b y  th e  U n ite d  S t a t e s  G e n e ra l A cco u n tin g  O f f i c e ,  th e  
i n v e s t i g a t i v e  arm  o f  C o n g re ss , and  th e  O f f ic e  o f  th e  A u d ito r  G e n e ra l o f  Canada, 
th e  Canadian c o u n te rp a r t o f  GAO. One o f  th e  m ost s ig n i f ic a n t  f in d in g s  acco rd ing  
t o  th e  F e d e r a l  G overnm ent R e p o r tin g  S tu d y , A Summary R e p o rt r e l e a s e d  h e r e  
re c e n tly , "was th e  p re v a il in g  view  o f  u se r  responden ts t h a t  a  com prehensive b u t 
c o n c is e  A nnual F in a n c ia l  R e p o rt o f  th e  F e d e ra l  g o v e rn m en t w ould  be  e x tre m e ly  
v a lu a b le .  They w an t su ch  a  r e p o r t  t o  p ro v id e  a  b ro a d  and  c o m p le te  p i c t u r e  and 
understand ing  o f  th e  governm ent's many and v a r ie d  a c t i v i t i e s  and r e s u l t in g  o v e ra l l  
f in a n c ia l  p o s i t io n , and to  se rv e  a s  a  key in to  th e  more d e ta i le d  in fo rm atio n  th e  
government now p ro v id es  in  o th e r  f in a n c ia l  documents." S ix  m ajor groups o f  u se rs  
o f  g o v e rn m en t in f o r m a t io n  w ere  i d e n t i f i e d  a s :  l e g i s la to r s ;  c i t iz e n s ,  media and 
s p e c ia l  groups; government p lan n e rs  and managers; econom ists; c o rp o ra te  u se rs , and 
l e n d e r s ,  s e c u r i t y  d e a l e r s  and t h e i r  a d v i s e r s .  C o p ies  o f  th e  Summary R ep o rt 
(GAO/AFMD-86-30) and th e  I l l u s t r a t i v e  Annual F in a n c ia l R eport o f  th e  U nited  S ta te s  
Government (GAO/AFMD-86-30A) can be o b ta in ed  from th e  G eneral Accounting O ffice , 
P o s t O ffice  Box 6015, G aithersbu rg , MD 20877. Copies o f  th e  I l l u s t r a t i v e  Annual 
F in a n c ia l  R eport o f  th e  Government o f  Canada can a ls o  be o b ta in ed  from th e  above 
a d d re ss .
SECURITIES AMD EXCHANGE COMMISSION
C o n sid e ra tio n  o f  w hether to  is s u e  a  r e le a s e  ad o p ting  te c h n ic a l  amendments to  r u le  3A-
02 o f  R eg u la tion  S-X, "C onsolidated  F in a n c ia l S ta tem en t o f  th e  R e g is tra n t and I t s
S u b s id i a r i e s , "  w i l l  b e  e x p lo re d  i n  an  SEC Open M ee tin g  in  W ash in g to n , D.C. on
5 / 6 / 8 6 . I n  a d d i t i o n ,  t h e  SEC w i l l  c o n s i d e r  w h e th e r  t o  a p p ro v e  s t a f f  
recom m endations which would te m p o ra r ily  suspend th e  req u irem en ts  to  use c u rre n t 
p r ic e s  in  app ly ing  th e  c e i l in g  t e s t  under th e  f u l l  c o s t  accounting  method. Under 
th e se  recom m endations, accord ing  to  th e  SEC, r e g i s t r a n t s  u sing  o th e r  th an  c u rre n t 
p r i c e s  i n  a p p ly in g  th e  t e s t  w ould  be  r e q u i r e d  t o  p ro v id e  c e r t a i n  d i s c l o s u r e s .  
F in a l ly ,  th e  SEC w i l l  c o n s id e r  w h e th e r  t o  ap p ro v e  th e  is s u a n c e  o f  a  R eq u es t f o r  
P ro p o s a ls  (RFP) f o r  t h e  o p e r a t io n a l  EDGAR sy s te m . The RFP w ould  r e q u i r e  th e  
c a p a b i l i ty  fo r  e le c t ro n ic  f i l i n g  and p ro cess in g  o f  m ost f i l i n g s  p rocessed  by th e  
D iv is io n s  o f  C orpora tion  Finance and Investm en t Management. In  a d d itio n , th e  RFP 
would re q u ire  th e  c a p a b i l i ty  fo r  w idespread  access  by th e  p u b lic  to  th e  EDGAR d a ta  
b a se . T h is  Open M ee tin g  w i l l  be  h e ld  on 5 /6 /8 6  i n  th e  M ain C om m ission  M ee tin g  
Room, SEC H e a d q u a r te rs , 450 F i f t h  S t . ,  N.W., W ash in g to n , D.C. b e g in n in g  a t  10:00
a.m .
SECURITIES AND EXCHANGE COMMISSION
A "roundtable" d is c u s s io n  on is su e s  r e l a t in g  to  in v estm en t a d v is e rs  and f in a n c ia l
p la n n e rs  w i l l  be  h e ld  a t  th e  SEC on Wednesday, 5 /7 /8 6 , and in c lu d e s  p a r t i c ip a t io n
by th e  SEC Chairman, Com m issioners, S ta f f  and "ex p e rts  from  v a rio u s  d is c ip l in e s  in  
th e  in v e s tm e n t  a d v is o r y  a re a ."  On a  r e a s o n a b ly  f r e q u e n t  b a s i s ,  t h e  SEC h o ld s  
"roundtable" d is c u s s io n s  on developm ents in  th e  f in a n c ia l  m arkets t h a t  may w a rra n t 
a t t e n t i o n  by  th e  C om m ission . A cco rd in g  t o  d a ta  c o m p ile d  b y  th e  D iv is io n  o f  
Investm en t Management, th e  number o f  r e g is te r e d  in v estm en t a d v ise rs  h as in c re a se d  
153% b e tw een  1982 and  1986. As o f  F e b ru a ry  1986, t h e r e  w ere 11,861 a c t i v e  
r e g i s t r a n t s ,  w i th  an  a v e ra g e  o f  300 new in v e s tm e n t  a d v i s e r s  r e g i s t e r i n g  e ac h  
month. Among th e  q u e s tio n s  t o  be add ressed  by th e  "Roundtable" i s  does t h i s  ra p id  
grow th o f  in v estm en t a d v ise rs , in c lu d in g  f in a n c ia l  p la n n e rs , re q u ire  new, c o s t -  
e f f e c t i v e  r e g u la to r y  o r  l e g i s l a t i v e  a p p ro a c h e s?  R e p r e s e n ta t iv e s  from  th e  
I n t e r n a t i o n a l  A s s o c ia t io n  f o r  F in a n c ia l  P la n n in g , th e  I n s t i t u t e  f o r  C e r t i f i e d  
F in a n c ia l P lanners , th e  Investm en t Company I n s t i t u t e ,  th e  N a tio n a l A sso c ia tio n  o f  
S e c u r i t ie s  D ealers , s t a t e  re g u la to ry  a u th o r i t i e s ,  b ro k e r-d e a le rs  and m utual funds 
have been in v i te d  to  p a r t i c ip a te .  The m eeting  w i l l  be  h e ld  on 5 /7 /8 6  in  th e  Main 
C om m ission  M ee tin g  Room, 450 F i f t h  S t . ,  N.W., W ash in g to n , D.C. fro m  1:00  p.m. t o  
5:00 p.m.
TREASURY, DEPARTMENT OF
Jam es I .  Owens, IRS Deputy Com m issioner, w i l l  be A cting  Com m issioner o f  I n te r n a l
Revenue u n t i l  a  new Commissioner i s  nom inated by th e  P re s id e n t and confirm ed  by
th e  U.S. S e n a te , a c c o rd in g  t o  a  r e c e n t  IRS announcem en t. F o rm er C o m m issio n e r 
Roscoe L. Egger, J r .  re s ig n ed  an 4 /30 /86 , a f t e r  hav ing  serv ed  a s  to p  IRS o f f i c i a l  
s in ce  3 /10/81. Mr. Owens became Deputy Com m issioner o f  th e  IRS in  November, 1981 
fo llo w in g  a  d is t in g u is h e d  c a re e r  w ith  th e  IRS w hich began a s  a  revenue o f f i c e r  in  
1959.
S p e c ia l p rocedures fo r  c e r ta in  sh a reh o ld e rs  o f  AT&T t o  c la im  re fu n d s o f  ta x  p a id  on
th e  P a c if ic  T e le s is  Group s to ck  d i s t r ib u t io n  a re  be ing  developed by th e  IRS, (iR -
86-59). A ccording to  th e  S e rv ice , an a d d i t io n a l  39 c e n ts  p e r  sh are  o f  AT&T common 
s to c k  was a  ta x a b le  d iv id e n d  in  1984 from  th e  r e c e i p t  o f  P a c i f i c  T e l e s i s  g ro u p  
s to c k  in  th e  AT&T d i  v e s tu r e .  H ow ever, on 4 /1 7 /8 6 , t h e  Tax C o u rt o f  th e  U.S. i n  
Edna L o u ise  Dunn T r u s t  v . C o m m issio n e r r u le d  t h a t  no p o r t i o n  o f  t h e  P a c i f i c  
T e l e s i s  s to c k  d i s t r i b u t e d  b y  AT&T on 1 /1 /8 4 , r e p r e s e n t s  a  t a x a b l e  d iv id e n d . 
A d d itio n a l in fo rm a tio n  about th e  s p e c ia l  c la im s  procedure  w i l l  be  re le a s e d  w ith in  
45 days. Those tax p ay e rs  to  whom th e  IRS s e n t l e t t e r s  ad v is in g  them t o  r e p o r t  th e  
ta x a b le  d iv idend  as  income w i l l  re c e iv e  l e t t e r s  to  e x p la in  th e  p rocedure. In  th e  
m ean tim e , th e  IRS n o te s  ta x p a y e r s  sh o u ld  n o t  f i l e  am ended ta x  r e t u r n s  on Form s 
1040X o r  c la im s  fo r  re fu n d  on Forms 843. For fu r th e r  in fo rm a tio n  c o n ta c t th e  IRS 
P u b lic  A ffa ir s  D iv is io n  a t  202/566-4024.
Jean  C. Pope, CPA, h as been named A s s is ta n t  D ire c to r  o f  th e  Boston IRS D i s t r i c t .  The
Boston D i s t r i c t  i s  re sp o n s ib le  f o r  fe d e ra l  ta x  m a tte rs  in  M assachusetts , Where in
FY 85 in d iv id u a l s  and c o r p o r a t io n s  f i l e d  4 .8  m i l l i o n  r e t u r n s  and  p a id  $21.5 
b i l l i o n  i n  f e d e r a l  t a x e s .  Ms. Pope b eg an  h e r  IRS c a r e e r  in  1976 a s  a  re v e n u e  
a g e n t ,  becam e C h ie f  o f  th e  A u d it  D iv is io n  in  C o lum bia , S.C. i n  1978, C h ie f  o f  
Exam ination D iv is io n  in  D a llas  in  1980, and A s s is ta n t  to  th e  D i s t r i c t  D ire c to r  o f  
D a l la s  in  1983. S in c e  1984, Ms. Pope h a s  s e rv e d  a t  th e  IRS h e a d q u a r te r s  in  
W ashington as  E xecu tive A s s is ta n t  to  th e  A s s o c ia te  C o m m issio n e r f o r  O p e ra t io n s . 
Ms. Pope h o ld s  a  B.A. in  accounting  from Hardin-Simmons U n iv e rs ity  in  Texas.
SPECIAL: EPIC CHAIRMAN SEES EXPANDED ROLE FOR AUDITOR IN  BANK FRAUD OR ABUSE
I f  an independent o u ts id e  a u d ito r  d ec id e s  to  re s ig n  from an accoun t because o f  a c tu a l
o r  su sp ec ted  management frau d , he  should  a ls o  r e p o r t  th e  reaso n s fo r  h i s  d e c is io n
to  th e  a p p ro p r ia te  re g u la to ry  a u th o r i ty , acco rd in g  to  a  recom m endation by  F ed e ra l 
D eposit In su ran ce  Chairman L. W illiam  Seidman in  te s tim o n y  b e fo re  a  House Energy 
and Commerce Subcom m ittee in  W ashington, D.C. on 4 /28 /86 . T h is h e a r in g  was th e  
t h i r d  in  a  s e r ie s  by th e  O v ersigh t and In v e s t ig a t io n s  Subcom m ittee " to  ex p lo re  th e  
accoun ting , r e p o r t in g  and enforcem ent a c t i v i t i e s  o f  F ed e ra l banking  ag en c ies  under 
th e  F ed e ra l S e c u r i t ie s  Laws." Committee and Subcom m ittee Chairman Rep. John D. 
D in g e ll (D-Ml) summarized h i s  tw o e a r l i e r  h e a r in g s  on t h i s  is su e  and ex p ressed  a 
c r i t i c i s m  o f  "ac tio n s  tak en  by th e  F ed e ra l Home Loan Bank Board to  a r t i f i c i a l l y  
i n f l a t e  th e  f in a n c ia l  c o n d itio n  o f  th e  i n s t i t u t i o n s  i t  re g u la te s ."  He went on to  
s t a t e  t h a t  " th e  S u b co m m ittee  i s  g r e a t l y  c o n c e rn e d  t h a t  c o m m e rc ia l b a n k in g  
r e g u la to r s  n o t a tte m p t s im i la r  paper s o lu t io n s  in  d e a lin g  w ith  problem  farm  and 
e n e rg y  loans."
The s o l i t a r y  w i tn e s s  f o r  t h i s  h e a r in g  on 4 /2 8 /8 6  w as Mr. S eidm an. H is  
p re p a re d  re m a rk s  a d d re s s e d  bank a c c o u n tin g  and r e p o r t i n g  and  th e  FDIC's 
r e s p o n s ib i l i t i e s  under th e  S e c u r i t ie s  Exchange A ct o f  1934. In  h i s  d is c u s s io n  o f  
R e p o r ts  o f  C o n d it io n  and Incom e ( " C a l l  R e p o rts" )  r e q u i r e d  o f  a l l  F D IC -in su red  
b a n k s , Mr. Seidm an d e s c r ib e d  th e  "u se  o f  r e g u la to r y  a c c o u n tin g  p r i n c i p l e s  (RAP) 
t h a t  mark l im i te d  d e p a r tu re s  from  g e n e ra lly  accep ted  acco un ting  p r in c ip le s  (GAAP). 
He em p h as iz ed  t h a t  t h e  i n t e n t  o f  th e  FDIC was " n o t t o  e s t a b l i s h  r e p o r t i n g  r u l e s  
t h a t  w ould  c a u s e  a  bank  t o  a p p e a r  h e a l t h i e r  th a n  i t  r e a l l y  i s .  T h a t w ou ld  be  
co u n te rp ro d u c tiv e . Our C a ll  R eports  re q u ire  d e p a r tu re s  from  GAAP o n ly  fo r  th o se  
t r a n s a c t io n s  where RAP b e t t e r  en ab les  us t o  a s s e s s  banking r is k s .  A rev iew  o f  th e  
s o -c a l le d  RAP-GAAP d if f e r e n c e s  fo r  banks c l e a r ly  shows t h a t  RAP does n o t im prove 
th e  r e p o r te d  f i n a n c i a l  c o n d i t io n  o f  b an k s. In d e e d , RAP te n d s  t o  p ro d u c e  lo w e r 
bank e a rn in g s  and c a p i t a l  and h ig h e r  t o t a l  l i a b i l i t i e s  th a n  GAAP. The e f f e c t  on 
t o t a l  a s s e ts  depends on th e  s p e c i f ic  re g u la to ry  accoun ting  p r in c ip le .  Moreover, 
each p erso n  who re c e iv e s  co p ies  o f  bank C a ll R eports from  th e  FDIC i s  inform ed 
t h a t  ag en cy  i n s t r u c t i o n s  r e q u i r e  some d e p a r tu r e s  fro m  GAAP." O th e r  a r e a s  
a d d re s s e d  by  Mr. S eidm an in c lu d e d  a  d i s c u s s io n  o f  th e  a p p l i c a t i o n  o f  F in a n c ia l  
A ccounting S tandards Board S ta tem en t No. 15 and comments on th e  use o f  n e t  w orth  
c e r t i f i c a t e s .
For further information contact Nick Nichols or Shirley Hodgson at 202/872-8190.
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